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AT'1' to workout financial .rranq~ts 'to prot:ec't ita own revenue

st:re_ over a 10DtJer period. 1Ir. Jlam:ieJJ.o stated that :evenue

sarin; is a IlArketinq pacJca;e tbat vas nevar ac:captac1 by any of

it:. CWltaaers. The ccmc:ept vas for A:'T 'to lMcc:ae a parcner i.n the

~VeAue s=- provided ~y its equip1lC1't. E8aC1t.1aJ.ly, A%,-r
o~fere4 it:a harclvare and aof't.vare :as, ri1:.b ~ proviso t:ba't it

sbaZ'a in tbe revenues resul'Un9 f:aa tbat equ.ipaent anc! .o~are.

Kr. Jlaur1e110 iDdica1:ac! 'thai: riak abarinq vas • 1&rfJe part. of 1:tUs

offering, bUt he reitaratec! t.bat nol:lody ace.pte it.

Q7 • ~e 1as1: para~ph of ~apor I s February ., 1190 1e'tUr

rafers = Joe Haa:1ello and cU.scus_ Mr. BoreD'. recant 1~.

and prIlvioua le'Ctara em 1:be avaJ.luili1:Y and coat of , aa 111*=1&1

f.&~. A:e you fUliJ.iar with aDY le1:'tars prior to lIov.-ber 1'"

fraa 1Ir. BaZWl ~ U"1' c:cmc:a:m1Dg 1:he aVLi.1Bll1'ty oot five DS
&

~ial :t_1:1JrM or with any o1:bar corr-.poft.CleDca?

1.7. k. Jlam:iallo vas Dot fai1iar wi1:h aDY' previous 1.~.

1Ir. llaar1e110 .uted iJl tAi. rupaase tJlat 1:ha price rest1"UC'bU"a

had 'to oc:c:ar, not cmJ.y Hc:a'" ~ -.11Sau1:h l:nrt: 1'HIc:au.e of 1:he

~Ullion 1n 'tM pnvioua pr:1c1ng plan.

* • * * •
.. ~ 8IOVed on 1:0 1:Jle April a,o A1"6T praa8D1:&'C1ol1

Vb.1~ IIZ'. Maj OZ'DS aDd IIZ'. c:raiv bad ..-a in tile o~~iaea ot

..lUOU1:b. IIZ'. CZ'a1l cUd not baYe a copr of 'tUt cloc:ulHlDt bec:ause

it vas 4e.ad pz'OpZ'iaury tIy "llSouth, hDWeVtu:', 1Ir. Maur.1all.o va.

~tad 1:0 oIItain a copy for ~ pw:paa_ ot this 1Dtarviav.

5
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Q8. Wc-. 'the bull.ts identified a. "BellSouth lssu.... in the

April 19'0 A':'T pruaataticm t1nt raiHd };Jy BallSou'th or A1',n
AS • 1Sr. Jlauriallo iDdica1:ecl that typically A1"T a

~tuoua and .cr.at_ ,i,sau... • ••'Ca't.ed t.bat Ao:.'1' =eatad th.

i ••u.. incl1cated _ BellSoutb J.a.u_ in 'the ~tion. aa

.U1:.ed 1:tat J.~ wa•• -.rk.t.l.ng ploy.

AI. JIr. llaur.i.allo stated 1:hat this •••aapti= .,.. baaed upon

fa".ck froa encI-uaez'. (c:u.=oaen of Ll:C' .'1?) '1'be eneS-uaa:ll

couleS D~ w1" 'the bllaphona COIIpaD.i.' ae:viaaa (Ctmtz'8X). IIZ' •

..ur1ell0 a1:atad 1:.bat ..llSou't.h DevU' ...i.e! anyt:.binv = !U.a. Uo1Jt

~~i~ ~at1an or PeC .xpens1D9 zulu. We c:cmfu..et vi'tJ:L lC:.

JlaurieJ.lc tbat t:be c:crr.-pcmdenC8 ralatiDr; to tJUs 1swe st&rt8cl

•vitA BellSOU'tb.

Ql0. ~ J.8aue. VC"a iIIportan1: to "USov,1:h .. • Z'a9U1at:ed

c:aapany, how cli4 ~'T~ i'ta pzoic:ea =.cc~oclat. 'th__

c::once:na •

UO. 1Iz'. "uriallo r..pcmded .. follows:

1) !!Ie 1ntam:. and rMUlt of 1:laa restzuc:=re vas ..

explain." in I1:aa no. 5 of JIr. Topor'. Pebruary 8. 1"0 l_"u.

2) De im:8Dt v_ ~ ~p co~ ~ Vhat 'tbat ~

vere voZ'1:J1.

:I) It va. no1: t.be ~t: U do .-zokat J:ta8ec1 pzoiciDg.

AJ.80 R. JllaUZ'1ello 1nd1.ca~ tbat lIr. Ward left the c:aapany a••

~1:lacl eJlPloy_ aDd vem: to a COIIpetitor.

- ....
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g11. Bow did AT'T make up the cUffU'mice ruultincJ froa the

price rastru~?

1.1•• lIr.....uri.l.l.o aaawarMS 1:!aere vas no net: ti~:feren~••

• ( ( QU. Page 23 ot 'til. prutmtation t:.bat Don erai;- and K1Jta
~"iL ._
~ Haj Oroll _vat. aa1.1Sou't:h contained an example which ind.i.cated ~t

..J (t,IrI 1:ba pr~ce r ••t1'UCture reault-.:l 1%1 aD U2c:raa8. 112 the aVerBV. coat

of a aaCS1 Universal line aut • dee:-••• in t:.b. ava:age co8t ot aD

USX 1:Lna, havever overall coat vent down.

repr_entation of ~. pric. retI1::UC'ture?

A12. 11% • llauriello S1:at.ed that. be cUd Jl~ bave th..e exampl..

in hia copy of 'the pr_entat.ion, t:.berafora be c=ouJ.d ftO't. r-pond 1:.0

1:.!W examples. JIr. Mauriello sta'bad tb.a~ ODi.versal BRCS is

rtUlicltmt.iaJ.. .a &180 iDc1icatacl 1D tha~ Qe OZ'iriDal

fOl: pac:Jca9- VU'a CC8&biDad.. II%' • "UZ'i.llo aut-el that h. vauld
•

DOt ~ ~le -= jUS"tUy ahif1:ing COII't "bean aervic:u. Hz'.

KaurieJ.lo a.ked us for copi.. of the exampl.. f:roa the pr...n'tation

"a J:aa4 .-en in ~.ottficu of a.J.1Soutb.. 1Ir. c:raiV iDcU.cat:ecl t:ba't

he would pzoovide or a1::~ 1:0 bav. BallSOUt:.b provide t:hos. copi...

* * * • *

-June U, 1"0 let.1:ar 1:0 IIZ'. c.s. Baran•

.QU. Does yov J,8t:er fairly rapraaclt 1:M price Z'8Stncmn?

AU. 1Ir. JlauneJ.lo reaponclec:l yea.

Q16. Are t:he rest:ruet:urecJ pric:as applicable to aJ.l customers

or jU8t BeJ.1.South?

7
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U4. Hr. Hauri.allo responde yes. Ru'trUeturecl prl=-s are

app1ie:ul. -= all CWl1:.cmerS.

QJ.5. Pl.... expJ.ain 1:be referanoe to 1:b. baJ.ignaent ot 5 as

switch Des of~er1Dg. in your 1.1:t:er.

U5. Mr. lCaw:ielJ.o explaintacl ~a four Des packa9- p~j,OJ:' 'too

t.be res=uC'bU:'e and the thr_ aRCS pac:Jcae,es .abaequem: to the

r_truc::1:1aZ'e. orio9iDa1 : J'CNr ac:s o~ferin9.: I, IX, XU an4 IV.

Hew: VIf~: AJ.J. o~ UCS I aDd .cae of Des II. CU;r;REX

(ESSX) : BaJ.anca of BJtCS II. Hr. HauriaJ.J.o st.-tees 1:ba't the

cua1:mIer orderiDc; patterns nterrad to in his lct.tar were

equivaJ.ent 1:0 Motional patterns. U-'T appar~tly has • Dational

CSa't&N.. and t::racJca evary otfioca for hardware aDd so'l'tvazoa tor _=
oftic:. and c:ua't~ orderinv pa=az:ns.

Q:LI. Is t:.be price zoa.-t::QC't:u:'e r.tlactecl in Ccm1::'aCt .0.
·~"oo.? _

A1'. Hr. MauriaUo was Dot cartaiD but: baJ.iav_ it to be tzu••

Q:L7. Is 1:bc:a anyt:hing &1_ we ahouJ.d maw or 1mdarstand about

1:.ba p:J.c::8 :_~t.~?

.\17. Hr. JlaUZ'io&llo ~ed w -.ke j:t c:J.au- 1:bat 1:!18 aaj01"

eapb&aia w_ to .aka it siJlpler, DOt j1Z8t: hez'e iD ~e louth b1rt all

ovar. .e ba1i~ 'that AT;'!' aDSVerac:l • lot of -.llSovtb ••

ccmc:ez:Da, bUt: ft~ &11. of '1:h_•

•
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Kr. Don <:rai,
~or9i. Public service co.aissian
244 WasbJ.n91:on Str..t
Atlan't:a, c:eorc;ia 30334

Dear Don:

A't.'Ca=- i. • nviMd ¥v.i.on of yaw: nO'CM~
1:Ae Dec·-her 21, at', iJl1:uviev vi'th Joe Ka=-iall0. !I:'.
*uriel10 Au i DCOrpazatad his c:cwmanta iD t:IU.s rev~ion.

I .. still 't.-y1DtJ ~ ...:uliah a _-:ually
..d..~aC'Cory 1:i.aIe f01" Mr. "u:r:iello to ILIUIVC' you:' taUOW'
up quas1:.1ons. It ..Y' ~ _iu- to%' you to c:cmta= h.1JD
cU.:r:ect .t 573-7000. I will alaa continua to t::y UI .at
soae'thincJ up wi1:h !tr. Mauriello.

Pl_. le1: _ lalow if I C&Jl be of !1:'tb~ _ia'taDca.

cc: .1o_ph JIIlurieUo
Dennis Pin.. .
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5) nid. t1Us rac;raupim; and. repric:ing' r_ult in tha aveaCJe

cost pta%' 11na inc::'_inq fer basic residanti.l and a.i.c:

bUSin_- cus1:maers I while the ava:ag'. per lin. cost fer

1:J1. c=apet11:iV. USX customer. d.c:....?

.) Was ther. aD overall d.ac:'•••• in initial &DC! growth

80f1:Vara coat?

7) Did. U.,: r.·;n Whola by in='.asinq t:ne c:cSU for

..ural capitalizacl?

"J.ov is a ....ry ot tA. qu.Rions 'that were uJcec! o~ 1Ir.

Kaw:oi.llo and his responses thereto.

Q::L. Diel, a•• ruult at th. AT&T pric. rut.-uc:t1U:., =tal

baZ'clVU. Fic:.. 1:=•••• (for a t:ypical ~.:J.ly equ1pped

svi'tCh ~ule) while sort-Jare pric_ dac:....ct? U

y.., wbat? wbara? d_cmat....tac1 in ~. APril 1,"0

pr_a1:aUon &DC! vbat eqW.PJICl't Fic- wem: up?

A::L. Mr. llauriello responde y... J5r. Ka1U:'iello s'ta'ted 'that

this vu a Da'Uonal pric. roll-out and that i1: hac!

~ 1:0 do sp.c:Uic:aJ.ll with aelJ.Soa'th. 1Ir•

llauriallo inc!icatad that a nat1cmal prl.ca roll-oU't was

Dec_-U'Y b) cbaDq. 1:A. val" A%IT vas daiDv ..~,

ftt t!la1: no Feaure frail any siDtjJ.e~ va.

~ upon AT'or. 1Ir. lI&uri.l10 discassecl the f.ce
~1: pZ'iar to~ 1='1=. r ••'t::'Uc:1:ur., 'tAKe war. blo

_parat. product unit:a vitb 1:he AT'T sw1tetU.nq

busJ.n-, em. for =e aESS switch aDd anC'thu unit .

for t:he SESS svio:=. S. iDcU,catad 1:hat 1:b.y v.zoe goiAq

2
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~u't 1:llair DuBin". s.pantely and pricinq similar produc:1:a

c!itfaraD'Cly. The urkl~ place impact needld to be addrusad..

Q2 • Diet 'the pricI rU't.rUC't:ure resul~ in a chang'1 in th.

m1x o~ capi't:al aDc! expense dollar pr:i.cas tor a SESS

switch vi:t.b expelS' dacr_i.nI; and capital inc:raasin;,

bat 'thl avuaql AO~ Une swi'tch .1St:- price r_in

cczwis't:azre wi~ th. previous price plan?

A2 • JIr. lI&urill10 statac1 yas. 'rhe. was a chang. in 1:Ae

aix, =t 'thl tetal pric. clid not VA up or down. (lie

aaphuizK 'that vas 't.be in1:.lnt aDd 'that wu thl r..ul1:.

of tba price re.~1 in response ~ Q\l~icm 10.)

11:. Ilat.lZ'iello i.'-.clic:atacl that: this was a "ylnyl nutn1

pzo:'c:a ::••=u~. !!Z". _\I:':'el10 W!S ••JtK t.bl

_aninqa at the warda wc:api1:.al- aDd -.xpaDSI- :raa J:UA

viavpoizrt. Be S1:atlcl 1:.tIat capita~ vas aquivaZe1t to

bardwan and .!1!paradnq sottvar. 1D th. SZSS swi1:cb &Del

~t expan•• was equivalent to all O'tber .of~ for

the SESS awitch. Finally, Jf:r. !lauriello indicated ~t

what A:'T va af'tar wu 1:0 l:MI paid fen: i1:a swi~c:b DO I
..ttar how tAe payment. 1s split lIetv.-n capital or

axpenaa.

Q3 • %a 1t ~''1''. polJ.c:r 1:.0 ):ic:a sus tea'Cu:'e. !:lased upon

t:tlaiz' 4avelopaant cost and valul aUK?

A3 • !Ir. llaurill10 scaucl yes. BI i.mlicat.ac! that: ATI1' vCNld

DOt pric. any fea't\:as _low cost: because hI belil~

1:Dat is ill.,a1.

Q4. Bow could it: be tha~ tAl rest:Ue:turad prices wer.

3
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t.sed upon cost af1:ar 'the ~..t.-u=u.re if eAey vere basad

upon cast p~ia= 1:0 the ~U't:Uc:ture and 'the res't:ue:ture

... in fac= revenue neutral?

IS:'. "\1:'1el1a iJKli.ca:ed ~: A%'T alvays covU'acl its

eo..... in _qgorepte. Be s1:a:ad tha~ priar to the re­

s1::Uctur., 1.'1"'1' .an&qK ita busin__ an _ praduC1:

II&D&q-.nt ;roup las!.. Po~ switch.1nc;, there ware two

1ncSapendent elavalopman't: groups: ba-~wu. anel .o~••

Eac:b group bad unique cast s1=uC:-.:a, az= tAe c!avelapmant

pooupa azoe unifiacl .. lIus1D..s units.

Why vas this clone &ftC! hoV do.. i: ral_u to c081:1

'Dla reatru~. was an at-e-pt 1:0 aor. cJ.aaely &lip ,

SUS awitch pricinq wit:.b. ~ ma:ka1:;Jlace, as van ..

sJ.1lplUy1nq :he price pJ.&n tor our c:uftallars.

cauJ.d you explain 'the caDca~ at llave... SharinC; u

uaec:l i.D JI1:. 'ropor's7~ ., 11'0 1e~C'?

K=. "=,1a110 rupandad apiA, that 1:1Us price

Z'~ was • national o~:ciDcJ aDd 'that US1' had

~ad raVeDue sharinq vi't:h all at 11:8 =stcaa.rs. It

.,.. t:Ae cl..ire ot AT&T 1:0 warkoU'C ~.iDancial arraDq-m:a

.
l
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-eo p~~ect i.~. own r.VeDu••1:::'.... over a 1011911%' periocl.

k. llauriello stated that revenue sharing' is a marke1:1ng

concept that va. nevu accepted ~ any ot his ~a.

~ cODcapt was tor A'1'lT to acoma a part..'"'1U in the

revenue .'tr.... prcwidecl by i'ta equipac1t. Essentially,

~t&1' otfered. its harclware anc! .o:ttware at minimal

initial prica with ~ provi.ion that it llha:'e in 'the

rneDUU ruultine; from tha't equipaant and. software.

JIr. Mauriello iDd.ica'ted that riM sharing was a larv.
p~ at 'thi.s o~teri.n9, 1N~ ha raJ.tara~ad 'that none

ac:c:epcad it.

Q7. TDa l&a'C pa=aFaph ot Topor I. J'~ ., 1"0 le~

ra:e:s to Joe Jlauriu10 and cU.ac:us_ lIr. Baranls

rec:en1: le1::a:a and pz'evioua 1~ Oft the availabill1:y
•

aDd coat ot 5ZSS special feature.. Azoa you tamiliar

w11:h any letters prior =1f~..t.w, 1.91' tram Hr. BOrel=A1'51' ~cnc:arniDq the avaiJ.aj,ili-ty o~ SUS spacial

:_1:='.. OZ' vii:h any crther c:oz::.-pondenc:e?

1..1. 11:'. Jlauriello vu not tui liar vi'th any pr.vious

lat:-.ara. 11%'. JlaurieUo st:atad in this J:aporw. 'tbat the·

prica rut:rue:ture had to occur, DO't only because ot I
~5'%'. Deed =&d.dZ'_. the -.:'Jta'tpl.~e, !Nt bacauaa o~

~e c:o~us1on in ~a previCNS pric1ng' plan•

•• *****
••~ .av.d em ~o 'the Apri1, 19.0 A'1'5'l' pzoaseDu1:i.on vlUdl

a ••jore. ancl !fr. craie; had seen in 'the off1c.. ot BelJ.South.-
1Ir. craig did not bave a copy of 'that doc:uIMmt _cause it va•

......
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.--d proprie1:arY ~ BellSout.Ai; however, Mr Haur.iallo was

raquasUc! 'to oDtain a copy fer ttl. parpo_ o~ thia intc:view.

gl. Wea t.ba W11au ic:1arrci:1ac:t as •..llSou'th za.u.... in 'tile

AprU, 1'90 ATIT pruantation first: rai.-d ~ lallSoU't:h

orA:I'r?

AI. lIr. KauriaUo 1ncUcatac! that typically AT&T atUmpts 'to /

identify c:ustoaera c:onc:arns and. needa .. a Dormal CQUZ1Ia

ot buin.... He .taUc:l that: it was 'typical aarkeUJlg'

ac:t:iviqr.

Q' • Specifically, why is too laUch =0.1: ,oing 0:0 zsn
~?

Dn pric1mJ u • tunc:'tion o~ luJ.Sou'th, nO't 1:&%'./

1:11" ••lls iu PZ'Qdu~ to its custaaa..... , not eDc:l

Q10. T::Le ~ft.. wen 1apcrrtaDt t:.o BallSoU'th .. a rqdlatad

c:aapany, haw cU.cl ATI1'~. ita pricaa -:0

acca.aodat.a th..e c:onalU:'2W?

uo. 11:. Jlaur1.110 rapoDdad .. follows:

/ 1) ':he iAtant wu 1:0 raal.i9Z' the offeri.Dp

I to Vbat CU'taaca van' p==--aq , vanUd..

I 2) It vas om:' in'CaDt to cia arlce1: RMd pric1nq I

i buiDg prica aD coat aDd value t:o ~a c:wrt.cIIc'.

\ AJ.ao JIr. ..u:-1aUo 1zscU.ca-cac:t 1:ba1: _. Ward l.art:

t.ba CGIIP&DY aDd tMDt to • compatitar •
•

,
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BOW die! A1"~'1' make up the c1itftu:W1ce r ..ul~inc; fro.

~e price r ..~C'bu:'.?

lIZ." • _ar1.110 anawared 'thezoe was no DR cUff4lZ:'eDc:a

Pq. 230t 'the pr..antation that Don <::,aig anc:l MiJta

Kcjo:a saw a1: Be1lSou1:h ccm1:ai.Dad an example Whidl

indicatad tbat the price r.s1::UctUre reaultacl in an1D='.... in 'the aVez:1Lve coS't o~ & DCSl Univc:sal

lJ.ne and & 4a=-e 1D '=a &VC'a9. c:ost at an asx
line, haw.va%', ov.:all coll't vent clown. Is this •

ta1= rapresan1:atian of 'the price res1::Ue:ture?

JIr. "~ie110 st:atad tbat h. did· Dot bav. thase

.".ap1.. in hi.a copy of 'the JD:_en1:a'ticm, ~~~.,

lui CCR1J.cS not rupand =» ttL. 8X&1IlP1... IIZ'. 11&1:1.110

a1:a'C& t:ba't anivarsal DCS- is 1.D1:eDdtad. 'to sC'V.

rMicleJttia1 custcmca. ae a1.o iDdicatad in~.

~=u=ure 'the ar1CJinal tour pac:Jca9- vere

c:aabi.nec!. II:• llauzoi.110 asked ua tQ1" ccpi.. at ttaa

eyeapl.. troa the pr_ubUon ve bad ••aD in 'th8

o~t1c:as ~ ae1l.1OQ't.b. 1Ir. c::-aiCJ iDdic:a1:ad 'that he

voa1cI provide ar a~ ~ UY8 BellSou1:h prov1de

Que copie••

* * * *
'De DeX't cIoc:1DIent va 4i.c:uaaad vitil Mr. JSavriello vu his

June U, 1"0 l.t~ar to 1Ir. C. S. loran.

QU. Does You:' 1et1:ar fairly represent t:.be pr1ce

Z'U~e?

A13. IIZ'. Hauri.11o responded y_

7
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Q14. k. ~e =..1:rUc:turec! Fie.. applic:a=le toul

c:=stoac. or jus-e .ellSout.b.?

~" • 1Ir. Mauriello rupcmc!ed y_. Ru't:Uc::urec:i pric_

applic~l. to all cus~aaars.

Q1I. »l_e explain ~. refer~ -= the b.11gmqnt

of IDS swt'tch BJlCS 0~fui.D9. in yow:' 1.1:tIIZ'.

U5. JIr. Jlaari.110 explaiDec! the four D.CS packa9­

prior to the ru~. and 1:he 'thra. aRCS

packaqa. suDsequant 'to tha rU't:'Uctura. OzoiVinal:

Four DCS affariD;s: I, n, ~ anei IV. Rev:

tDlIYDSAL: All af IRCS I and soma af IRCS II.

CJIlit.tk!X (ESU): "laDe. at DCS II aDd part af

DCS n: Th. l&1&Dca af' DCS :aX &Del aacs XV.

11:'...=,1.110 8't&~ ~~ the~ or&t.u'iftrI
pa~ =~-e-acl b in~ la'C'ear vtlZ'e aqui.vala1S't:

to natj,ana1 p.~. AT51' apparanUy bas •

Da1:icmal databa•• and t=ac:Jca avary otf1c:e for

hUdwara and saf'tWare for _ch otfica md _~tamer

ClZ'deriDq par..cns.

Ql.. %a 1:!la price~re~lec:ud 1D cem=:ac:t

.0. PU700a?

1.1,. 1Ir. KaurialJ.o ... IIOt c:arcaiD, JN1: believes .1t to

De true.

Q17. U ~ara any'thJ.llq .~a we moulcl know or 1m~cl

UIout the pr1ca~e?

A17. !Ir. Mam:iallo van~ac:l ~o II&ke it claar 'tha~ tb.

8
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ujor espta.si.s vas 't.o lI&Jte SUS pri.cirsq .iaplar, not ju.:

ill 'CAe Sou1:.b, J::nJ1: all oYer. It vas &J.ao our intent to aora

cl0••1y align pricinq vith tb. marxatpl.ce tc a44=... ~.

n_ds o~ allot our c:u.tomus.
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..gia ·...lk 6maiu
J'4 WMHlNlTOIIITIIIT. IW

AnANTA. CIIONIIA 3D334-I

....... tID, 01 '..IDoU'•

.
r=ean..ry 21, 1SIIM

Mr. Gene Coker
AT&T
,aao PIlCt... SIrMt
Aaam 4044
AtIIra.. CIA 303QI

•
".. tar yt:AI phcN ell tadIy. &nctolld":!11 1ddIIIat-w qI""" far Mr.
MaurWc. "... qullllcnl ..... \D the «J PIlQe ATIT pr•••ntdon I'8'JtIvMd by UI at
Sauthem BelL Hopefully. t:Jt:Jf1'f 01 the .". rsl•• atJcjn II t1 Mr. Mulle'• tw1dL

I undei IIIIM1d your iiCI_ 'I WI VIImilt I'1e quesaont to t.r. MIuI1eIIc 1hIIwtlekind you
wit caB ". on Friday.

~,

CCIJmt"
Enc:Iaana== T. HaDbI w/enclolurll

....
Ap~.Il. he ,. - It
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P1g111 ofAnT .ample1IIc shows. dec. ••• !laX or CENTREX SoftwIre.
'TNe II det•..'. E.1hI.~ CQltfar MCS II and lACS
If,. which tatII . ~ ~ Price for lACS
E8SX' of ...1__='. .·
.'__ that whit OvtrIIIRCS celt wtnt dawn from~ .

COlt far ...... 1IiIJ w.m up by:r: w.. this !hi ir'ItInt·W
!hi pricI rastru=n1 .

Twn to '-ge 3S 01 AT&,.. p'••ntIIIion • tItId AIIIItrUCILn Study • CiDX W
line. CornpIrIIon.- DoeI1hII dlrrlCA." that..price or. L!nI Cml wwr up?

-
Tum to PIgIM, SId CIDX LIla unit. Doll.... tIat !hi pri» ~ •
W frIme w.m down but the price of • LN card went up?

!'I:e LN U,. n:f Ln CIIdI ocniderId =ber~ IInItIIYe costs?

TLm to 35 of ATiT's pre"""'" UUed~ 8nd SofbN•• prices.. ..
the 1IrIt b 01 !he pric:l11tSINCI1n _It ~edLaa Impact of bffic _1SItivity
on grOWl1" pili."?

5.

7.

4.

I.

. __ ......- KIlL';' -';"-u.rrI.1.·.'- -·-I···_ M

• --- ...t!LI &Se.-. .-.M-' p".G······ •
....

,. _, •••• ••• •• I ••• "'... ._ ............ ~.,.-...' .. I .- - .-.- ....,...-.
I

I. 00.. 1t""aat rnMn 1nC 1hI prtee res:ru=n shifted ............... growth com to
non trIfftc ....edY. COItI?

,
'.

10.
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a&LSOUTH,............. 4;

..... ............c..
111-.. ~:,.,..SlrML NI
AllIN&. GeofIII 30:171

AprU 22, ltl~

lUke kjozooa·
Vic. 'r••~~
SDavaly , tiD9
1220 L. I~. H.W.
W&~, D.C. 20005

va l'!CSDJ*ieI
Ral 58':'. _pana. 'CO the '21th DaU. ••_ ••t-I.t

Dear HJ.Jce a

At Don craig'. zwqv.aa1:, a=acb..d are 1:U CDIIItaDY'." DOIl-prOpr1aury
r ••pcma.. 1:0 i~ .136 aDd 13'. (Aa,. rill neall, oU' i.1U.tJ.&l
r ••pcma.. , 1DcladilMJ ~ -a1:1:&Ctaeeau, ..... c:cma1dared propzoie1:&:Y ad
wez-. b&Dd-daUYU'8d for your rn-i_ cta.rJ.at J'oar lui:. "j,aJ:t 1:0 CMp&IlY
pr.-1•••• )

...•

(
"." All aad11:-ra1a~ p&"Dpr1eUZ"y 1Dfa:'la&d.aa wUJ. !Ie a".iJ.aJ:a1.. tar ravi,ew
. in I"OGII 531 at: Dc: u1:11. Apz'11 30. Aftu' w,a. da1:a4 propru't&Z'y

r ••pmw•• , 1Dc11KU..Dti tho•• ralattlCl 'to 1... 131 aDd 137, C&D be" JUde
ava1labl. tor your review at • _~lj" a,n.lble~ azKl" p~••

Aa alway., 1:!umk you far your cooperatJ.••

~~
Ki~hcnmg
404-521-8512

,
i
\,
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.0

....."""*" Cerut.7 ..
AIUII. GeorGIA -'75

Apr1l 22, 1.94

Doll Cra.1.9
Aw:Ut NaAa9U'
Qeor,1& PuDlia Sarviae C i ••tea
244 wuJU.n91=l s~. IV
A~an:a, GA 30334

!lA racs;lCII.Z... s.~·. ".palUle t:a t:lIa 25th Data ......t-..t

Dear Kike.

At lOur r-.pu1:, a1:1:ac:MMI azoe Iau~ ..11'. DQA-FOF:'-atazy n.pcma••
t;o :- 1131 ad 1J7. (a. you wUl .reo&11, our 1n1~ rupaue., 0

1nc:lw:linf tl:Ia .~.c:1pp.JlU, are cauidared FQPr1aUZ"Y ad wu-e
UDd-ele11verH far· yO\U' reY1ew cluriAt ,.u lU't vu:L-t 'to Cc.pAD7
prea1•••• )

AU awU.t-rala'taCl pnpr1et:ary 1Afo~1:1tJA wUl _ a"a11able tor ftlYiaw
in :'00II !31 a1: DC uUl April 30. Aftar' tA1. da~, ~iet:&Z'y •
ruprma•• , ·iDclw:l1Jl, 't:!Io•• rel&teel to .i.e- 136 aDc1 137, c:u. be MCle
available for yovz renew a1: • atuall,. qreaabJ.. ~ ad plAc••

~ alway., 'thank you far your coapu'at:La.

91I~
~~e Yaun,
404-52'-1512

90/Z0d

.
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\ ' ..
Southam .eU t.~.,mme , ~.J..;nph co.
Qeor;1& PIC Aud1' laqua.t
It. 10. 136
25th DaU Ilaqu••t (SUP'LIHD!)
Apr11 22, 1114
.&98 1 af 1

'!ba .ubj.e:t of 'Chil zoaquaat i. th8 1111 u,~ price
re.~••

.DOltS I

&) W!I&'t 1...e:t di4 t:lle prlca 1'M1:nc:1:ura ha". upcm
liDe carel price.?

~Aa CompeDy'. ralpanae 1:0 tb.1I 1~ 11 ccmaidu'eci
proprietary ~u.t will De ..de •••11&ble for review, at •
lUS=.ally agrM&ble tJaa aDd place, purluan't t:o 'the
'tU1U aDd ccmdicic:m. of the UcU.t protective .gr_eDt
baaraen aDd Ulan; the part1.I.

'1'~ 1Atonaa~:i.Oft cout1tut•• liMIIC1al data tba't
reflec:ta ..ador-apacif1c pr1c:iDt Da9at1aUCl by SOU1:Mrn
-.1J.. PU1J.c: eu..cloaun ~ 1:.!L1. 1B!anatiaD would.
i.ap&~r loutMrD ..11' 1 aI):i.li'ty U c:DAuaet f= pacla
uGI= ,,",ic.. em favorUle ~. 11' add11:ian, H'~
_y ~tly u ••rt uat _lie eu..cloan of" thi.
~cmaati= could iapair the .&111ty of ei'1', which :i..
DDt & party 'to t:.b.il audit DOr iu prctaetift avra~t,
to fa1rly compete in the arJcatpJ.ace fer goocla ancl
aarv1c:.. 1t p:'OV1d.. ~ at:.ber po~t1al pun:Auara. t

"WDlIO.:~IOI1 PaQV%tmD ft I Sta.. Men t em
Projac:t NaDaI.r
175 w••each=- It., ••z.
A1:lanta, GA 30371

90/tDJ
AppeDCSix F - 91



'!!. su1)ject of 't:1:lU daU reqwlR i. the co.t ~ line
c:arcla .. t:.bey r~&t. to 1:h8 col't af & ba.ic raid.nee
aDd l:aa.ic l:Iuin... talepAoDe .liMa •

-t---

..uc•••

&)

~)

c)

el)

.'

Sou't.barll lel1 'I1IiltPA=. , ~elegrapA Co.
QlIar91a PIC bcU.C 'Iequ••'t
It:ea 110. 137 .
25th Dab aeqv.... (IOJI~LIHD'1')
.... 1 of 2

Pl.... confi:'a tbat 1:ha CcIIIDeDY hal pr.pancl, f:'Qlll
'tJ.aa 'tG 't1aa, lurro9&'te calt .t:ucU... to ••'d.a&u
't1w c:a.t of a ba.ic r ••1__ aDd baaie 1m.iDa.,
l,iDa. .'

~l.a.. coalirm tbat the aa.~ .tad!.. di.aaa••d 1n
.) &bon, refleC't 1:he c"...ar' ••••l11IP'ticm 'tAat
'tUz'e are t.br.. co.t. caua-t1Ya f&C'tCr. which. dri".
tAla =11: of • ba.ic bUI1D8a. aDd ra.iclaftc:e line:
1) 1oa&1 loop, 2) I.itch laM'" aDd 3)· ftOA-uaffic
aeaw1t.1v. coat.

fta 1af=-'t.1= -a9~ 11 prapr1a~.
1Io""U', it vUl be ... a.a!1abl. bZ' review, em
Ca-pay prea1... at. • ..cu11J' a~l. u.. aDd
place.

~tU.a ~Ol'MU= cOlllt1'tUt:aI fi".neal dab t:!I&t
zoaflae:tll .-doz-.paci.fie FAGin, upd,ated by
Scmdlan ae1l. h.b11= U ••leaV. of 'ttLi.
:LnfcanatJ.cm could illpair Io01:bm Jell'. ability ~
c:antz'&C't for 900cia udlor ....1c.. on favoraJ:ala
1:U'II8. %21 addition, e'!f .ay iDda,.adelltJ,7 ..aart
'CUt public cU..clo.ure of till. ~=-t1an c:oult1
al.o affect the abi111:Y of Ul~ to campau iD 1:be.
urke1:placa for tba .al. a' ia 90acb aDd .U"Vic:a.
~o Quar pot:ent!al purcb......

90i~Od
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D1J'QJtHATION PJtQVIJ)BI) BYa St:eve MeniaD
Project ItaDqer
.75 w••eac!I-=- .~., ••••
A1:1anta, ca 3031.

•
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90;~04
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Gf:l A.B. Ie SERV CXI'I1ISSI~
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0.' ~••
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CO'••"QNlfll:

..-PT •. 1IOIrt) 1A1C1"..... l:NAIRMAN

MAC""."
.-DURDIN
"011'" C. c8OIIv, PA"OIU)
"c.ltIIT A••10000vt ROWAN

6rorgia taublu 6miu ~ommi!'5ion
2" WAII."-. 8"1'R11T• ..,

ATLANTA, OIOflGaA 3033'-1701

...,... '101 OR ,.ID.Ula·.13

TRANSMITTAL NO.· 32 •

WILLIAM J. DOYII
IXICUTNI DIIIICTGf

TIllI" M. LYNDAL
IXlCUTNlIICMTAR'

,
f

Mer 17. '1M
DATE

Mr.~ L. HM\by
Aaaistant Vice President
Southern Bell
125 Perin'*8r Center West. SaJt8 3S7
A....t Georgia 30346

Dar Mr. Hamby:

I would appreciate • r-..pcne to 1M findings no thin foc¥ weeks from the date of
this ..*'*tIll. Pt••• provide two complete to me i"I Room 2B7 at the 8bcMI
address.

AbI • review. of ttw ...... raponses, • fir-' opinicn reg8'dng the aucIt findi ags wII
be formed.

Pf.~ sign and d-. the 8ItaChed aetcnowIedgemn sWtement and return to me.

" you have q q..-tions about this n 1IITdtIIal. COl ItIiCt me at 556-4549.

".

ATTAQrNENT(S)
DC:DP -.-.._ ..

~......_ ..... "",",
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WIII8Ift &lu......DlIl._
2IDD~RcIM

LillI. IL a:I2-'"
7QI~

!lAX 701 Z240Mr;

.7une 14, 1994

!tI:' • ))oft crai,
AUdit Kana9m:'
Qaa~ia Publi.c servic:a Caaai••icm
24~ .aabi~on Street, s.w.
A~aDta, QA 30334-5701

.. : ttIDlmi1;1;ll No. 32

~. ,

Dear Hr. craie;:

A':IT i. in receipt of your Audit 71nd1n9 WorJalb_t
110. 24, which R,,_ta 'that A1"'1". 1'.0 ~ura of ibl
~WU"e and sot1:Wara pricM to:: A'll':'. SESS. Switch
s~_ .,.. apecifically cUn~ ~o ccmc:e~.~ad by
"USoU'th TaJ.ecODaUfticat1oDS corporation. 'ftlis i.s
cUzeC'tly COft1:nry 'to the intonaat10ft p:"VVided =» you 1:»y
~A!l'1. switchiDcJ syst_ Bu8iAe11s Un!to.' oil

Frankly, ve are. offended by the inference that
BeUSou'th and M'I'1' wera in collusion to ru~=UZ1I SESS
svitch 5yst.. price. to d1.advan'tage conauaera.

I .. iDcllld1Dg an Affidavit froa llichaz'cl F. Bari,
!larlaqer, B1da aDd Pricinc;, which Rat.. tba't 'the 1"0
pricen~ vas national in scope and Dot cI1re=ed
to any .1n91. cut...r, incJ.udin9 Be11Sou1:h
'1'.leCGJllllwUcationa Corporation. The.... inforaation wu
cO_LUlicated t.o you ~&tecUy on a~ l ..~ 1:hrtte ••parate
occaaio~ Which included several hours of interviews with
zwprtlSaJ1"tativ.. of U5% Network Sys~.

We IMlieva that your AwUt P1Ddin9' No. 24 n..cIa t:o be
-.cI1f1ttd t:o el1aJ.nata 1:118 unsupported sufte..eioft 1:ba~ 't:he
1190 price n~..-gC'ture wa. -specit'ically cUzeet8d 'to
c:cmce:n. expruHd to AT''l' Network Syllt... ~ BellSoutb
5erV'icas P2:cperty aneS services IlanaCi_ntII OZ' any
inferenc.. tba~ BallSou't.h and A'1'5T were in collWlioa to
rutrw:1:ur. price. to disaciv&m:age cODSuaers. 'lb.e
a~ched Atticlavit ..~li.b.. 'that any conclusion. 1:0 the
contrary based upon your in1:e%pnt:ation of ~e
correspond-nC8 anc! April 1"0 presenu1:ion be1:W..n
BellSout:!1 and 1.'1"1' ara untoundacl.

- ...
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(.'

o'

II:' • Don erai;
Paqa 2
Junta 14, 1994

Finally, any sWl9a~ion that AT'T illpleaented th.
1••0 prioe res'tZ'Uc:1:UZ'. to~ -.J.1SO\l1:J:l i. aiJaply c:on1:rary to
'tha aatulisbed tact 'that ~e 1'90 pri.ce rastrue::ure vas
illpleaen~ on • nationwicia ..is.

Vary t:uly you:.,

~".4~~
Denni. s. Pin..

be.

c:c: (w/ene. )
Cba1man JloHrt aakar, Jr.
ee--n 0 be Iar~u

lab Durden
1mbeJ:'t: Paffo=
JloMr't 1tDWan

•

-...
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AFFZDAVIT

s~te ot Illinois:

cown::y ot DaPage :

I, ltic:bard F. Neri, firs't be1n9 duly cautioned and
sworn, .-Jce this A.f~idav.it. trOll 'aY own personal Jc:Dowled9a:

1. % vas 'tbe MaDa9C", Bids and Pric:inv tor AT'T'. SU"
SVi'tab ~~ froll 1'" t.broQ9h 1"1 and in 1lUc:h capac!ty
vas responsible for aplUlCltiDcJ pricinq clecisicms aDd
pricing policy far ttle SDS lVitCb syS'tea.

2. The 1'90 r ..t....-gcture of bardvare and 8Of~ware prices for
the SUS switch SyR_ v.s iapl~t.acl in respen.. t.o
ceaapeti.tive pre••ures in the aarket for avitc:hiD9 systems
aDd c:hanging 1I&rkat conditions.

3. ATlT conducted aarut r....rCh and analYsis to deta22J.na
vbe"tllar its pricing of bardvara and .o~t.va:'. for tha SUS
svi.'CCIb SY.~ need_ =be aoditiecl. ~ar analyzing 1:Jd.a
.-rket ra_U'Ch information, ATI'!' clatanaiDad tbat it should
restructure ita hArdware and software prices for the SESS
Sviu:b '1'..:-.
4. '!'be 1"0 price raS't:'uC'tura vas apl_ntec1 on • •
natianviCSe ~••i., equally .::aet1n9 allot AT'T's 5US
.vi.t= 8ys1:_ cuatoaaers and va. not iapl...nted iD re.pcmaa
'to any raquas1: Oy • sin.,l. cwrt:QIIC', iDclucling Be11Sou't:h
Tal.camaunicatio~ Corporation.

iUJd"JID AJ'PIAHT SAYED HAUGIftI:

C9IID1:y of DuPa..:

Si9fted and SWOn2 to
tic:bard r. .ari.

balon _ on June ., 1"4 by

Q.~(jh-~
~e A.'Si:~ ---

Notary Publ!

Appud1x r - 97
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NW.VIIS OF all CPE EClUTY' MOl
MlIGNED TO QECIDA

(IIIID)

TOTAL- - .. W1 ~,.

A. TOTAL ..,SCdTY CIND OF VIiM.INC...,~ ... ..... 11'.421 ... m •
0'

,.

EQUIlY:

e. .., ECUTY (AVIfWE EXD IDMQ") CJWC-II) ..... .... 112.101 113.572 571..

C. RATE 8AIIi ADoIUI'NIiNT TO QIiCRQIA (8URVIi1.LNtCE "PORT) '''' 20.131 20•• 51'"
D... ECUTY TO GEORGIA (DoC8) 1.1... 10." 1o.M~ 10••

NET OPEMTNJ 1CXIME!NOIl

Eo TOTAL ISSI HOI (ElCQ IONQ'" RIiRJNDI (P.3) 3Z.I8 21"'7 2D.2«) 74,31:

F0 HOI ADJUSTMENT TO GEClRCM (IUIWIIL.LANCE REPORT) U30 2.3lIZ 2.)t1 •.n:

Go ~ MOl TO GEQAQIA (GeF1Ii) 10.lft 1Uft ".IN 11,CID'

,. -EQLITY 1Cl'aD IN QlQRGIA'S1&IWII",I,NCE _tORTS MTE MIl ADIUI'TIIaNT

H..... RATE IAIE~TOIUlWEu.ANCEAEPClRT (LN C) ..- 20.131 20•• .....
I. CPE EQUTY M:I '!DID IN RATE 8AIIi AD.IUSlNENT (PAGE 4.G • D) 5.731 8.145 "'75 11.15.

a

MOIINCI.&.m:D IN GEORGIA'S IUlWEUNG..PORTS ADJUSTMENT

J. 8SII flO C&XQJONQ'" REF\M)) ADJUITM&NT IN SURYEUANCE REPClRT U30 2.3lIZ 2.)t1 '.17

K. CPE PORTION OF flO ADJUS1lIENT (P4.H· Q) 471 1. 151 12

AET\JIlt ON ECUTY

L TOTAL GECRGIA-. ADJUITID MTURN ON ECUTV (Jott) 1I.ft 11.3 11.'" 13,,8

M. CPE GECRGIA ISSI AETURN ON IClUITY (ICII) ... 1.01 z.a 4.3

N. RET\RII EXQ.LONQ CPE CCJ«MHoI) aft 11.ft .... 11.0

. NOTE: lME GIO....RI'1'UNIOH ICUTY....)RATIOS ON.,.. PAGE AlE ".cawllWItHE TorAL _ ...M'TIC» ON PAGE 4 DUE TO lME
...Wte'T'TO IlUMTllME IIOImDN OF THE eN CflEM11CIII"",,T"~TlDTO~ ALTHOUC»I tHE RATIOS ME
SUCItfTLy DFFIMNT. THE CONCI'II'O'4 ME lHE SAME. THE CJIE ClllRATION EARNED IICINFICNtrLy LESS TtWf NClN-CPE c:.ERATICfe.
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